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STATUS OF THE ECONOLIC INTELLICENCE PROCRAM AS OF 30 JUME 1952

he Fconomic Intelligence Resgaarch

In addition to the YIS there are other basic economic intellience
research programs underwsy that are maintained on a cwrrent basis, These
prograns are caxried out by analysis who are also charped with focusing
this research on national security probdems.

1.  soviet Eloe

While the muber of professional personnel working on special
segments of the economy (e.;, electronics, metals, electric power, etc.)
appears to be relatively adequate, the lack of raw data has sade it
extrenely difficult to uild up satisfactory tasic intellipence on
many aspects of Soviet Dloc industry, As a penexral propesition it
can be stated that intellipgence on industrial production, while far
from complete, is reasonably adequate, On the other hand, intelligence
is penerally inadequate on such important industrisl questions as:
the consurption pattern of industrial itemss input requirements of
industry for labor, materials, and equipment; certain dctails on
irportant individual plants Guch as capacity and productipm); and
the quantities and location of stockpiles of strategic items,

Data on foreign trade i® relatively plentiful tut because of the
large number of man-hours required to put the data in a useful form,
it is usually grouped in broad categories of items, This results
in a lack of specificity and details (such as the description, origin,
trade channels and destination) of individual items are usually not
readily available o the researcher, Intelligence on clandestine trade
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is very spotty. Very few analysts are working on the subject of

international finance and information on this subject is scarce,

There are, for example, no reascnably current studies of: Soviet
Bloc assets in the United Ststes; Soviet balance of payments; or

Soviet foreign exchange availibilities and despositions.

In the field of transportation therc is a siseable intelligence
research effort, but data is lacking on certain of its important
aspects, On the subject of shipping, for example, while data on ship
movements is relatively good,information on the cargoes carried is
very poor, Intelligence on rail transportation is relatively adequate
on such peneral matters as ton-kilometers of freight carried, location
of principal rail lines and production of locomotives and rolling
stocks but complex questions such as the composition of freight traffic
within the USSR and the capacity of the Trans-Siberian railroad mst
undergo more intensive research, Intelligence on the automotive
industry is generally better but is of less importance.

Popula#ien and manpower intelligence is relatively adequate in
the matter of aggregates Lut informtm%he composition of these
aggregates is much wmeaker, Important Ssm relating bo the
productive efficiency of workers in key munitions industries, for
exarple, have not been undertaien and would be hampered by a shortiage
of information,

On the subject of agriculture, intelligence is relatively good
although some specific aspects - notably the quantity and locatién

of stockpiles -~ are wealk,
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Intelligence on the stpucture and organization of the economy
and the way it works is reasonsbly adequate.

Until recently the economic intelligence community has been
very limited as to the number of broad Ilntegrated studies and special
analytic reports that it might prepare at sny one time. General
economists and analysts trained in handlidg broad problems, as
opposed to the specialized apalysts such as the commodity expetts,
have been relstively small in mumber. However, CIA is In the process
of building up a staff of these analysts and within the next yesr
it 1s expected thst this problem will bave diminished. -

Persomel-wise the economic intelligence community i1s in a
better position to produce studles on specific segments of the
economy {e.g. transportation, electric pover, petroleun, metals
and minerals).

In addition to the continuing basic research effort gedng=en
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there are certain special projects and programs designed to give g
major support to this resesrved effort. Among The more important
are the following:

25X1B4d
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-'mefirat report under this program has just been
Prepared.,
(v) Use of other Tecinigues and Methods
Bmong the inovations vhich becsme established methodology
mminthgfiacalmlgﬂmthemcfinp\m-auhmtmlysis,
estimation of future trends by extrspolsting index mmber trends,

the use of ruble prices as an sggregation device and measure-
ment of Bloc economic capabilities by estimating and andlyzing

national economic aecounts,
(c) Apelysis of Soviet Meterisls snd End Items
There is currently underway a program to analyze in
Zetail certain Soviet materials and end items. In one instance

(d) Beonomic Intelligence Handbook
A preliminary edition of a statistical handbook
contalning data -~ principally production data -- on Soviet-

econcmic activity has been prepared. This handbook is being
expanded and within the next yesr will contain eoncise descriptive

analyticel and statistical material on the entire Bloc economy.
(e) Coordination of Economic Besearch --- The Beonamic .
Intelligence Camittes (EIC)
The EIC in its first year of operstion -- July 1951 to
June 1952 =~ completed one -.tuay at the direction  25X1X7
of the IAC, two major research contributions to the Office of

Hational Estimates other papers of value to the
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intelligence commmunity, The lack of anslytic personnel with
general campetence in economics was one of the principal causes
for dalay in the preparation of these studies and this seriously
limited the mumber of projects that could be undertsken., The
Planned increase in the mumber of professioral personnel assigned
to the EIC Secretariat and

Bratoive will begin to expand the production capability of the
BIC by lste 1952,

In connection with th¥® problem of priority the EIC has
initiasted surveys within its subcamittees to determine the most
eritical research problems and to decide which problems require
improvement in collection and collation. In sddition to these
surveys the subcomuittses concernmed with verious aspects of
resesrch -- electronics, petroleum, etc. -- are engsged in a
process of cross-fertilization and are asttempting to informelly
rationsalize the various Agency programs for Bmsic resesxrch in
each field.

2, Commnist China
There are critical deficiencies in the economic research
programe relating to Communist Chins, Albbgether there are probably
only one or two professional anaiysts in the US Govermment engaged
in research on Communist China.on a general area or special~-economic-
problem besis; and the mmiber of professional ana.lysts work on #

€, Tiung foF 1}01\ a gy
g . of the economy
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is not large. Moreover, there is relatively little current economic

Y

information avallable from the field and as & result the economic

intelligence commnity 1s unsble to asnswer adequately such eritical
Arpavadfr Relaasa F0Q0NA2E,Cl RIREA 3538000300400 homic situation
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in Communist China, What 1s the degree of economic stebility, What is
the extent of Soviet-Commnist Chinese economic relations”, etc. While
it is not suggested that the intelligence requirements for research on
the Chinegse economy demand anything like the effort devoted to

research on the USER, more siiemt’ s needed on genersl analysis & trade,
transportation, petroleum, agriculture, and munitions. Appropriate
corrective steps are being Ltaken to improve this situetion, slthough
there will probably be a time lag of three to six months before these

neasures become effectlive.

3. llon=Bloc Countries

(a) Genersl

‘ n The Non- Bleg Qo ’J‘L_t-;fé;j
The degree of adequacy of foreign economic intelilgence

relating to various econdmic sectors varies widelys Foreign
agricultural activity, for exsmple, has been reported upon in great
volume for many years by govermments, by international organiza-
tions and by trade assoclations; to a lesser degree minerals,

: including petroleum, and trans_port industries have also been
reported upon and analyzed in detail. In contrast, information
on mamifacturing industries is inferior. Generally speaking
the comodities which can be classified in more or less homo-
geneous categories for statistical pmrposes are better reported
upon and analyzed than products like chemicals, machinery,
electronic devices, etc. These latter commodities about which
it is conceptually most difficuit to pgeneralize are Jjust the

ones that are usually reported in large but almost meaningless

categories.

Intelligence on international trade and.finance varies in
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subject. Trade data is relatively good although there are
important problems. For exmmple, recorded trade movements
frequently do not accurately reflect the ultimate destination
or origin of the goods end there are great differences in the
classification systems. Reporting on oon-trade iteme is
generally poor. In recent years there has been a marked
improvement in the information on nationsl eccounts, but,
except for a few counti#ies, data on which the national accounts are
based are quite unreliable. Labor and population reporting
elso is fairly satisfactory with greatest inadequacies in
specific geographic areas, but some subjects, e.g. migration,
are poorly reported everywhere.

Existing imtelligence materials are not as well utilized
as they shmzldbebecause they are frequently hard to locate; are
distributed too slowly; and indexing and ecatalogulng systems are
not sufficiently camprehensive.

Veariations in quality of intelligence products may be
blamed chiefly on the fact that there are too few analysts
vhose capacities are too widely extended.
{v) latin America

There aye no unusual difficulties in securing economic
information from and about Latin America. The only exception is
Argentina, where the govefrment has sgeverely curtailed publication
and dissemination of statistical data., Our weakness in the
Latin American area stems from the cilrcumstance that Latin
American statistical services are at times faulty and are not as

complete as they are in the United States or in Burcpe. Moreover,
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intelligence research. This problem is nov being remedied.

We have on the whole been able to meet intelligence research
requirements, although at times it has been necessary to operate
with somewhat less than up~to-date information., Utilization of
Latin American statistical date is at times handicapped by a
shortage of trained analysts.

Perhaps the most notable gap in our intelligence potential is
in the area of eapsbilities in terms of desirable and attaineble
objectives of econcmic development in Iatin America. We do not
know enough about the orientation of “economic thinking” of
those in Latin America who influence and direct econcmic policies,
This is a particularly important aspect of the process of
estimeting probable developments.

We are reasonsbly well equipped to deal with economie trends
and changes in Latin America as a whole, aithough in some respects
and for scme regions ocur infoxmation is not very much more than an
educated guess (e.g. national income, rate of accummilstion of
capital, etc.). BEven these gaps, however, are being gradually
illed out as a result of expansion of improvement in the national
and internetional statistical services.

{c¢) Near Bast, South Asia and kAfrice

There are gross deficiencies in our economic knowledge of
almost all countries in this area partly because reporting has
been incomplete and even more because the basilc informection
simply does not exist.

= d n A Ly b
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Intelligence has generally been able to meet requirements for
some specific or particular studies. For example, over 100
briefing papers were turned out in support of the TCA program in -
South Asis when that program wes getting underway.

Intelligence has bean much less successful in prepsaring
broader studles and estimestes. Here the problem is not so much
a lack of material as it 1s the acute lack of trained personnel
cepable of sophisticated economic analysis.
(a4) Western Burope

State comtribution to be in Friday, 18 July 1952,

Approved For Release 2000/08/27 : CIA-RDP75-00662R000300040008-0




Approved For Release 2000/08/2%00662R000300040008-0

B. Adequacy of Economic Intelligence to Support Activities and Programs
Relating to the National Security.

By end large one group of analysts within each department or agency
is usually charged with providing economic research contributions to the
various programs and mejor intelligence papers requiring economic intel-
ligence support. These programs and papers include Rational Estimates,

the Economic Warfare Program, Economic Intelligence Committee Studies , and
Military Studies including Target Seswch. In addition, these same analysts
provide intelligence to meet the operating needs of their particular depert-
ments or agencies. As noted in section A sbove this haes put a strain not
only on the research specialist but particularly on the 1imited mmber of
top personmnel who have general analytic competence and on whom the main
burden falls. This has been & key factor in limiting the volume of
intelligence output.
l. BHational Estimmtes
While it is possible to prepare eeonmic intelligence contributions
to National Estimates which are adequate for most broad generalizations
and conclusions it often is not possible to prepare these studies with
the degree of accuracy and the smount of detall that is required to
meke certain critical points in an estimste or that might be required to
make an estimste more precise and meaningful. This is evident from the
intelligence deficiencies cited in section A above. As an exsmple, while
there is some relisble intelligence on the Soviet electronics industry

it ig not sufficient to provide a thorough understanding of the
industry as it relates to Soviet air defense capabilities. Intelligence

is better able to answer this kind of question now than it was a year
ago, however, and it is expected that certain measures and developments

nov underway -- & few of yhie noted in section A -- will result
Approved For Release 2000/08/ 75-00662R000300040008-0

i s e o Nk wemealh DRI RO SNSRI 5 W AT SR TR - ¥~ S SR




Approved For Release 2000/08/27 : CIA-RDP75-00662R000300040008-0

in considerable improvement in our research base within the next year,
Nevertheless there must continue to be a careful designation of
priorities on prepared prolects in order to lnsure thet the limited
research potentisl is focused on projects of major importance to

U8 security.

2., Economlc Warfare

Intelligence in support of NSC 104/2 and certain special programs
such as the Battle Act will require increased economic intelligence
support. The resources devoted to this effort, however, must bear
some reasonable relation to other high priority tasks on which our
resources are focused. Due regard must be given to the question of
priorities and the inherent difficulty of securing information from
within the Soviet Orbit. In the light of this and in view of the
limitations of intelligence noted in section A much of the needed
intelligence will often not be available in the quantity and depth
of detail desired., It is expected, however, that the newly esteblished
coordinating committee will insure that the availsble intelligence is
brought more fully and immediately to bear on gquestions arising under

this program.
3. Soviet Bloc Capability Studies

Among the highest priority tasks of the economic intelligence
commnity is the continuing study of Soviet Bloc economic capabilities
for war. This study currently employs for the first time s modified
form of input-output snalysis and in addition uses certain index
number technigues. Though it is not expected that the first effort
will be entirely adequate or relisble it is expected that it will
lead to more accurate and meaningful estimates., Certain major

! intelligence deficlencies hawe -alx
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of prepering this study and knowledge of these will be of assistance in
directing future research programs, The basie data derived from the
study will, of course, be useful for many other intelligence purposes
including support of economic warfare measures.

4, Target Research

The intelligence deficlencies described earlier in section A
are particularly applicable to an analysis of the problems of air
target research. This is ddscussed in greater detsil in section __ .
5. Vulnerability Studies

In sddition to the assesment of Soviet Bloc vulnersbility to
air asttack many other vulnerability studies are undertaken from time
to time, These include analyses of the Vulnerability of the Soviet
Bloc to economic warfare, its vulnerability to blologleal warfare and
s0 on. As on other skidies it can be stated that economic intelligence
permits reasonably accurate general conclusioha but often 1s not
adequate to permit a comprehensive and detalled analysls of the problem.
As the research base become broeder and deeper these questions can be
angwered more completely, In the interim one solution is to allow
time for an intensive research effort. A recent inteliigence research
paper of considersable depth on the vulnerabllity of Soviet crops to
biological warfare proved the value of allowing time for research

preparstion,
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C. Stulles of Intemtions

Econcmic intelligence regularly comtributes to the Watch Comuitbee
Reports which are designed toc reveal future courses of action by the Soviet
Bloc., Countridutions on this subject sre gspotty and by their very nature
inconclusive, though in context with other intelligence they are useful.
For the most part this kind of report calls for the sort of intelligence

Pplant has converted to the production of tanks; or the railroed moving
into point X are carrying items largely of & military and logistical nature.
mmmmmwmmwm%mmmm,

occasicoally s research paper is prepared on sach topics as the geperal
subject of conversion to apmment production or the level of military
expenditures in the Soviet bMdget, though the latter is never very
mesningful,

Eb~
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